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BEFORE THE
DEPARTMENT OF TRANSPORTATI ON
WASHI NGTON, D. C.

Joint Application of
UNI TED AIR LINES, |NC :
and | OST-96-1116
DEUTSCHE LUFTHANSA, A G :
( LUFTHANSA GERVAN Al RLI NES)
for approval of and antitrust imunity

for an expanded alliance agreenent
under 49 USC 41308 and 41309

MOTI ON FOR LEAVE TO FILE AND RESPONSE OF
AVERI CAN AIRLINES, INC. TO APPLI CANTS' JO NT REPLY

Anerican Airlines, Inc. hereby nmoves for leave to
file the follow ng response to the joint reply submtted on
April 12, 1996 by United Air Lines, Inc. and Lufthansa German
Airlines. American's response should be accepted in the
interest of a conplete and accurate record for the Department's
consi der ati on.

. THE DEPARTMENT SHOULD NOT PROCESS THE UNI TED

LUFTHANSA REQUEST AHEAD OF OTHER | MMUNI TY APPLI CA-

TIONS THAT WERE FI LED MONTHS EARLI ER.

The United/Lufthansa application was filed less than
two nmonths ago, on February 29, 1996. The Delta/Sabena/
Swissair/Austrian imunity application was filed on Septemnber

8, 1995 (osT-95-618), and the Anerican/Canadian imunity



application was filed on Novenber 3, 1995 (OST-95-792). Yet
United and Lufthansa contend that there is no reason not to
process their request first.

The Department should not permt United and Lufthansa
to junp the queue. Orderly adnministrative procedures, and
basic principles of fairness, require that applications seeking
simlar authority should be considered in the order they are
received. Delta's request has been pending for nearly eight
months, and Anerican's for nearly six nonths. There are no
conpel ling distinguishing factors to justify consideration of
United's application out of turn.'

I ndeed, there are strong reasons why the United/

Luft hansa conbi nati on should require far nore detail ed and
time-consumng scrutiny than either of the other two long-
pendi ng applications for inmmnity. The U S.-Germany market is

the second largest in Europe, after the United Kingdom and the

"United and Lufthansa cite the phase-in provisions of the
U. S. - Canada agreenent as "material factual differences" wth
what they characterize as the "open Ski es agreenment concl uded
between the United States and Germany" (p. 4 n. 3). United and
Lufthansa neglect to nention that the U 'S. -Germany agreenent
itself fails to meet an "objective" definition of open skies,
as ground-handling services in Germany remain restricted.
Moreover, any contention that the U S -Canada agreenent does
not permt unlimted Fifth Freedom services is belied by the
fact that, as a matter of geography, Fifth Freedom services
beyond Canada are not renotely conparable in inportance to such
services beyond CGermany, and for that reason (as provided in
the Framework Agreement) the U S. did not even seek such rights
In negotiations with Canada.



arrangement proposed in this docket involves two of the |argest
carriers in the world. In these circunstances, the public
interest would not be served by out-of-turn action on the
Uni ted/ Lufthansa imunity application. The Departnent shoul d
process the | ong-pending Delta and American requests first in
the interest of orderly procedures and basic fairness.

II. ANTITRUST | MMUNITY SHOULD BE W THHELD FROM UNI TED/

LUFTHANSA UNTI L LUFTHANSA' S ANTI COVPETI Tl VE

CRS BEHAVI OR | N GERVANY HAS CEASED.

As explained in our answer, SABRE has encountered a
succession of barriers in its effort to participate in the CRS
market in Germany. Because of these inpedinments, SABRE has
attained a narket share of only five percent after nearly 10
years of effort, despite the fact that SABRE has consistently
been voted the world's best CRS by travel agents. This m nus-
cule share of the German narket stands in stark contrast to the
relative success SABRE has enjoyed in | ess closed narkets, such
as the United Kingdomand Italy, where SABRE's market share is
15 percent. See sH&E Study on CRS Charging Principles for the
European Commi ssion, August 1995, p. 15 (Attachment 1).

In Germany, Lufthansa's system Anadeus, has been
able to maintain an overwhel mng market share of 82 percent.

It has succeeded in locking out CRS conpetitors because (1) a
nunber of German travel suppliers, including German Rail and

TU, have refused to participate at any level in any CRS except



Anmadeus, and (2) Lufthansa, far and away the dominant air
carrier in CGermany, has withheld from other systems functional -
ity conparable to what it offers in Amadeus.

In an attenpt to mnimze the inportance of these
undeni abl e facts, Lufthansa and United first claim that having
fair access to the German CRS market is not related to the
ability of Anerican and TWA to conpete as airlines wth
Lufthansa and United (joint reply, p. 15). That position
ignores the Department's |ong-established precedents. For
exanple, in finding that British A rways, by obstructing the
distribution of SABRE in the United Kingdom had violated
Anerican's right to conpete fairly in the U S -U K nmarket, the
Departnment said:

"The opportunity guaranteed by the [U S -U K

Air Services Agreenent] is the ability to

market the airline services authorized by

the bilateral on terns conparable to those
available to British Airways, the owner of

the only CRS significantly used now by UK

travel agents. The ability of U S carriers

to have a neaningful opportunity to establish
CRSs in the United Kingdomis critical to the
exercise of their bilateral right to a fair and
equal opportunity to conpete. Even a CRS com
pletely devoid of anticonpetitive or discrimna-
tory elements provides a conpetitive benefit to
the host carrier, nuch in the same way that

owner shi p of an¥ facility needed for the narketing
and operation of airline services, such as airport
gates, enhances a carrier's market presence.
Comput er reservations systens, noreover, are now
the primary tool for notifying travelers of each
airline's services. Thus, we conclude that the
‘fair and equal opportunity' clause in the U.S.-
U.K.Alr Services Aareenent applies to the abilitv




of the carriers to have the opportunity to narket
their services throush their computer reservations
systems" (Order 88-7-11, July 8, 1988, pp. 12-13,
enphasi s added).

United itself urged the Departnent to apply this sane
fundamental principle in a proceeding involving inpedinents to
United' s efforts to market Apollo in Japan. In that case, the
Departnent expressly relied on its decision regarding British
Ai rways, and concl uded that:

"United has shown that its ability to market

its airline services in Japan is substantially

ha ered bi t he |nPed|nents placed in the way

|ts marketing of APOLLO. . The ability of

APCLLO to conpete equally with JALCOM woul d

enable Untied to conpete on an equal footing

with JAL in marketing its services throu%

Japanese travel agents" (Order 88-9-33, Septenber

28, 1988, pp. 8-9).

The Departnment determ ned many years ago that the
right of US. carriers to fairly and equally conpete with a
dom nant foreign carrier subsumes the right to market its CRS
overseas, even if the foreign carrier's systemis "devoid of
anticonpetitive or discrimnatory elements.” Thus, the
Lufthansa/United argument -- that neither American nor TWA
"suggest that their own U S. -Germany air travel services are
not adequately and fairly distributed through the various CRS
systens available in Europe, including Amadeus" -- is conplete-
ly irrel evant.

Further, an analysis of CRS booking data for the

German market denonstrates that Lufthansa, for whatever reason



receives an enornously disproportionate share of bookings
through Amadeus in CGermany as conpared to the share it receives
from any other systemin that country. The table bel ow summa-
rizes the respective booking shares for the period January-
Septenmber 1995 of British Airways, Lufthansa, and Anerican in

all four systens doing business in Gernany:

Carrier Amadeus Galileo  SABRE Wor | dsnan
BA 4. 71% 9.10% 12. 54% 4.19%
LH 52. 28 16. 44 10. 14 9.53
AA 1.43 2.38 3.50 6.43

This data shows that Lufthansa receives a share of
booki ngs through Amadeus in Germany that is three to four tines
greater than what it receives from any other system On the
ot her hand, Anerican does far worse in Amadeus than in any
other CRS there. Accordingly, the Department's conclusion in
prior proceedings that fair conpetition included a US. air-
line's ability to market its own CRS in foreign markets is
fully borne out in the German market. This data al so shows
that, despite Lufthansa's allegations to the contrary, the
functional differences that Lufthansa has created for selling
Its services through Amadeus and SABRE have had their intended
effect -- relegating SABRE and Worldspan principally to the
smal | sector of the agency market whose business is not so

heavi |y dependent on Lufthansa.



Lufthansa next tries to avoid responsibility for the
barriers in the Gernman CRS market by arguing that it "has no
control" over the German tour conpanies and charter carriers
whi ch refuse to deal with conpeting CRSs (joint reply, p. 17).
That argument is contradicted by the German trade press article
attached to Anerican's answer. The article strongly suggests
that TUI's boycott of SABRE was a quid pro quo for Amadeus to
offer lower fees to TU.

As to the argument that TU and Lufthansa are not
acting in concert, the Departnent should consider the conplex
web of cross-ownership that perneates nuch of the German trave
industry. The intimate and extensive links anong Lufthansa,
TU, and other Cerman travel suppliers has been corroborated by
a special report on the European tour operator industry
prepared by the London-based Econom st Intelligent Unit in
Cctober 1992. See Attachnent 2. Because the findings of that
report are directly pertinent to Lufthansa's protest that it
has not been acting in concert with TU and others, we have
quoted as length below some of the nost rel evant passages:

"TUI's links to airlines are only indirect

through the conpanies with which it has con-

nections either because they are a sharehol der

in one of its shareholders or through its own

cross-ownership with the Hapag Lloyd group

"ownership: A Mdel of Conplexity

"Weaving t hrough the mass of cross-sharehol di ngs
in the German travel industry to reach the core



of control over TU is a conplex task -- as it

iIs wth other nmajor players in the German tour
operating business. \WWat energes, however, is

a marked upstream presence of the rest of the

the travel industry, in particular travel agencies,
as well as links to other major retailers/mail
order groups, Germany banks, and indirectly with

airlines.

* * *
"Three leading German travel agencies also have
crucial stakes in TUI. These are Antliches

Bayri sches Reiseburo GmbH (ABR), Deutsches

Rel sebur o GmbH (mhlch I's linked through mnority
cross-sharehol di ngs) and Fbﬁag LI oyd Rei seburo
GmbH (which is also a share ol der in DER and ABR).

"Through these three travel agencies, TU has
connections which stretch into nost of German
banking, travel, and governnment. The Gernman
government is ultimately a stakeholder in ABR via
the German railways and in DER via the railways
and Lufthansa. Deutsche Bank comes back into the
picture through a mnority stake in Hapag LI oyd
AG, the parent of Hapag Ll oyd Reiseburo GmbH.

TU itself is also a significant mnority share-
hol ders -- 10 percent -- in Hapag Lloyd AG

Deut sche Bank is also a major force in the
supervisory board of Lufthansa, where it sits,
anong ot hers, alongside a representat|ve of the
state of Bavar|a the main shareholder in ABR

and of the EXesdngr Bank.

#»7UI does not own an airline, but it is tied

throu?h cross- shar ehol di ngs to Hapag Ll oyd and

to Lufthansa (and therefore to Condor) through

the airline s_stakes in Hapag Lloyd and DER

Touropa Austria is a joint venture with Austrian

Airlines" (pp. 76-77).

We do not purport to have conpletely untangled the
web of cross-ownership that may exist between Lufthansa, TU,
and other German travel providers. However, based on the above
report and on other data American has been able to uncover, it

can be said that:



e TU owns 33.3% of START

e Lufthansa owners 33.3% of START

e Lufthansa owns 10% of Hapag LI oyd

e Hapag-Lloyd owns 30% of TUI

e TU owns 10% of Hapag LI oyd

e GCerman Rail owns 35% of Hapag LI oyd

e Cerman Rail owns 33.3% of START

e Cerman Rail owns 50% of TUI

e Lufthansa, TU, and German Rail have a nunber of
common sharehol ders and common board nenbers

Lufthansa's influence through this web of share
interests was explicitly recognized by German Rail in a June
1994 letter in which it explained why, after years of negotia-
tions, it would not participate in SABRE. Cerman Rail candidly
confessed that it was unwilling to participate in SABRE because
that would create a conflict with its START co-owners, Luft-
hansa and TU . The letter further noted that Lufthansa was
"not interested" in making additional features available
through SABRE, and that Lufthansa, as a narketer for Amadeus,
was in direct conpetition with SABRE. See Attachment 3.

In our answer of April 3, 1996, we noted that SABRE
had filed a conplaint with the German Cartel Ofice against
Cerman Rail, alleging that German Rail's refusal to participate

in SABRE was an abuse of its dom nant position. W further
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noted that in January 1996, follow ng an investigation by the
Cartel Ofice, German Rail provided a conmtnent of undertak-
ings to participate in SABRE. Wiile the parties have nade
progress on technical issues, the latest round of conmercia
di scussi ons between SABRE and German Rail, scheduled for |ast
week, were unilaterally canceled by German Rail. Lack of
progress on conmercial matters raises questions about Gernman
Rail's interest in reaching a final agreenent to participate in
SABRE. Any delay by German Rail in becomng a SABRE partici-
pant furthers Lufthansa's interest in preventing SABRE from
offering a conmpetitive CRS in Cermany.

It defies conmon sense to believe that Lufthansa's
sane underlying interests and influence are not at work in the
decision by TU (and by other Germany tour conpanies) to forego
distribution in SABRE. TUI's decision not only protects the
mar ket position of START/ Amadeus but, as shown above, also
enhances Lufthansa's revenue through the disproportionate
percentage of bookings that Lufthansa receives from START/
Anadeus subscri bers.

In summary, Lufthansa is so tightly bound to TU and
other German travel providers through cross-ownership, inter-
| ocking board relationships, and common upstream owners that
its protest that it has not been closely collaborating with

TU, and with the other CGerman travel providers which have
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refused to deal with U S. crss, | acks any credibility. Signif-
icantly, Neckermann, a tour provider second only to TU but
without links to Lufthansa, distributes its products through
SABRE in Germany.

Finally, Lufthansa tries to dismss out of hand
Arerican's and TwA's conplaints that Lufthansa has w thheld
from SABRE and Worldspan vital functionality which it has
provided to Amadeus in Germany. Although it has a high |eve
of connectivity with SABRE, Lufthansa in fact nakes some
i mportant subscriber functionality available only through
Amadeus.

e Lufthansa's nost valued frequent flyers partici-
pate in the HON program which gives passengers access to
desirabl e seats blocked for HON nenbers, wait list priority,
and other special privileges. Amadeus can automatically and
interactively process a HON card nunmber. That functionality is
not made avail able through any other CRS.

e Amadeus can issue tickets on departure (TODs), a
tremendously popular facility in Germany that is comonly used
by business travelers). For years, Lufthansa has made this
functionality available in Germany only through Anadeus.
Tellingly, in the United Kingdom -- where Amadeus does not
enj oy a near nonopoly position -- Lufthansa has made TODs

available to SABRE. Lufthansa recently indicated that it is
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wlling to test a new SABRE TOD function in the U K, and that
it may make this functionality available to SABRE's Ger man sub-
scribers. Only time will tell, however, if SABRE will finally
get this inportant functionality in Germany after years of
unequal treatnent.

G ven Lufthansa's dom nance in the Gernman air
transport market, we are at a loss to understand how Lufthansa
and United can seriously argue that reduced functionality has
had no inpact on SABRE's nmarketability in Germany (joint reply,
p. 18). Their argunent is belied by the overwhel mngly dom -
nant position of Amadeus in CGermany, the small nunber of
Luf t hansa booki ngs made on any conpeting crss (and not just
SABRE), and the fact that the only two U S. -controlled crss
conpeting in Germany have both conplained that Lufthansa has
wi t hhel d inportant functionality from them

We also note that Lufthansa's statement that it has
encount er ed "overcharging by SABRE" (joint reply, p. 19)
strains credulity. O all the world's crss, it is Aradeus, the
system of Lufthansa, which is by far the nost expensive. As
confirmation of the wde gap in pricing between Amadeus and
SABRE, Attachnent 4 is a letter distributed by Galileo show ng
CRS prices effective April 1, 1996. The Departnent will note
that, as attested to by Galileo, Amadeus's booking fees in

Europe are 5.5 percent higher than SABRE's, even W thout taking
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into account the fees of .62 ECU per ticket (about $.80), and
.12 ECU per credit card authorization (about $.15), assessed by
Amadeus.

Lufthansa is engaging in a number of discrimnatory
and anticonpetitive practices with respect to SABRE in Germany.
It would be contrary to the public interest for the Departnent
to approve the United/Lufthansa application for antitrust
immunity until these practices have ceased, and SABRE is

finally allowed to conpete effectively in the German market.

Respectful |y submtted,

K %/a% ’u/auvé chn “Thwid /4 Schunde s

R BRUCE WARK DAVID A SCBWARTE
Att or ney Associ ate General Counsel
American Airlines, Inc. Anerican Airlines, Inc.

oL BN (.

CARL B. NELSON, JR d
Associ ate General Counsel
American Airlines, Inc.

April 23, 1996
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Exhibit 2.4
European CRS Market 1995

CRS Shares (%) of Bookings

MARKET Amadeus Gdileo  Sabre WorldSpan European
Share

UK 7 73 15 5 16.7
Germany 82 10 5 3 155
France 80 7 8 5 14.4
Scandinavia 75 15 10 124
Italy 15 65 15 5 9.6
Spain 82 10 3 5 95
Switzerland 10 80 5 5 3.8
Netherlands 10 55 5 30 3.6
Greece 30 60 10 25
Turkey 20 40 40 25
Portugal 3 90 7 15
Ireland 10 82 8 15
Belgium 22 37 17 24 16
Other ? 4.9

Total 49 36 9 6 100

Source:SH&E

' Share of W European Sched Air Departures (May 1995)
2 Finland, Austria, Iceland, Luxembourg, Gibraltar, Monaco

Travel Aaencv Community

As Exhibit 2.5 indicates, travel agencies represent a significant and growing industry within
the EU. There were over 34,000 outlets in 1993, employing over 205,000 people. Despite

the stagnation in the travel industry during this period, agency outlets increased by 9.4%.

The combined turnover is estimated currently at over 60B ECU.

Exhibit 2.5
Travel Agents in the EU, 1990-1993
1990 1991 1992 1993
No. of Travel Agency outlets 31250 33500 33500 34,175
Employment in travel agencies (000) 18750 19500 201.00 205.10
Turnover (ECU bn) 56.96 58.18 60.60 60.60

Source: EIU 1994

The subscriber market for CRS automation is focused on the “full-service” IATA agencies.

As Exhibit 2.6 indicates, these IATA agents account for about % of al EC travel agency

SH&E

15



EIU Special Repart No Mi41 ATTACHMENT 2

1. TuI — Germany

TUI (Touristik Union International) is the ¢lear leader in the European tour operating business.

At Ecu2.6 b, it had 2 1991/92 turnover one and a half times that of its nearest rival as an all-
round package travel company, Thomson of the UK There are few destinations or clieats for

whom TUI doesnot have a product, but sun-and-sand packages still form the backbone of its
business, with Spainaccounting for 38 per cent of all those booking holidayswith TUT, Germany,

in 1990/91. TUI has a complex ownership structure, and is controlled by leading German travel

a - - P

Most of TUI’s expansion in recent years hasbeen through investments in tour operating companies
outside Germany and through downstream integration. Almost 30 per cent Of turnover Nnow cofes
from outside Germany.

The opening up of castern Germany has expanded lhc powuua! Of the domcsuc mzrket TUI also
has room lo consolidate its position further in southern Germany where it has historically been less
strong, but has been making up ground in recent yearsas well as building up itslong haull
business.

Afieramajor change of marketingdirectionin 1989/90 following some sluggish perfarmances, .
TUI appears successfully to have managed the switch from multi-brand segmentation to destination .
marketing under asingle|ogo across all caalogues (22 in summer 1992) and — though
profitability is low — nothing appearstothreaten itsdominance.

A 64 per cent increase In its capital in 1991 gave TUI additional financial backing for further
expansion. .

Group history, structure and strategy
TUl isone of the oldest tour operators in the modern mdusuy Although the TUI Group as such
was not set Up tilt 1968, its roots can be traced to the formation of Touropa in 1948 by four travel
agencies — Amtliches Bayrisches Reisebiiro (ABR), Deutsches Reisebiro (DER), Hapag L|oyd
and Dr Degener. The first three remain as minority sharehol ders (with 11.59 per cent each) and_ -
have a major say in the affairs of the company; TUI and DER share a pension fund. (See also the
section on DER.) The Degener name survives among the TUT subsidiaries. TUT itself wasset upin
1968 from a merger of Touropa with Scharnow, Hummel and Dr Tigges. The consolidatdon
-process continued with the absorption of mnsanopa. Alrtours and Seetours International.

Bythendd-l9705TUIwaschngﬂnumnsmnﬂwGermmﬂ-tmst authorities could be
expected to sanction. Since then TUI's major acquisitions have been outside Germany (and Austria
where it has been firmly implanted virtually from its inception and where it was the market leader
until overhauled by ITAS). TUI's investments reflect a clear desire for control over the
dommmwoduaﬂrwgt:hwsmcminmmmodaﬁonmdhhbouﬁagmcwdopemm
markets where it is a2 major incoming force.

In the last few years TUT hasalso expanded i NtO neighbouring outbound markets, with strategic

rather than controlling investments in Arke in the Netherlands and Chorus Tours in France, which
was formed through the mesger of existing TUI interests in France and other groups.

© The Economist Intelligence Unit »
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In 1990/91 non-German interests accounted for 29.1 per cent of total turnover. Of this, 36.5 per
cent was from tour operating in Austria, Spain, France and the Netherlands. 38.8 per cent was
from hote] operations and 24.7 per cent from its inbound agencies in destination countries. This is
exclusive of some sales of the TUI Genmany product outside its own borders.

TUl's linksto airlines are only indirect through the companies with which it hasconnections either
because they are ashareholder inone Of itSshareholders or through its own cross-shareholdings
with the Hapag Lloyd group.

Ownership: a model of complexity - "

Weaving through the mass of cross-shareholdings in the German travel mdustry to reach the core
of control over TUEisacomplex task — asil iswith other major playersin the German tour
operating business. What emerges, however, isa marked upstream presence of the rest of the travel
industry. §n particular travel agencies, as well as Ilnks to ma;or rexaﬂas/man order groups, German
banks andindmcuyudm airlxm‘ .

TUI's current ownership structure is areﬁecuon of more than two decadesof fifergers and
takeovers going back to the early 1950s, but al so of arestructuring imposed by the German anti-
trust authorities (Kartellamt) in 1978. This became necessary when the Neckermann mail order and
tour operating (NUR) business was taken over by Karstadt, another retailer, At that point Karstadt,
which had been the origina! partner Of retai/mail order group Quelle/Schickedanz in setting up
Touristik Union Internationa (TUI), had to divest itself of its holding in TUL :

The single largest current shareholder in Touristik Unlon | nternational GmbH & Co KG, which
is the group for the German companies in TUI other than some specialist operators. is HS
Touristic Beteiligungsgesellschaft mbH. This holding company was set up at thetime of the 1978
restructuring between Quelle/Schickedanz as a joint venture with another major retailer, Horten. At
the time of the original reorganisation HS had a 20 per cent stake. This has since been increased to
25 per cent.

Theownership structure of TU Holding KG isslightly different and in thisHS and thethree main
travel agency shareholders are more preponderant.

Horen's ultimate sharehol dersinclude Westdeutsche Landesbank and Kaufhof. These two banks
also have significant minority interestsinGermany’s number two tour operator, NUR, through
stakesin the other major retailing chain, Karstadt. Westdeutsche Landasbank, a minority
shareholder in the number three operator LTU, has amajor stake in Horten as well. (Another
Horten shareholder 1s Kaufhof, the parent company of ITS, which in turn has stakesin Hapag
Lloyd — acompany which owns amajor travel agency and amajor charter airline.)

Three leading German travel agencies also have crucial stakes in TUIL These are Amtliches
Bayrisches Reisebiro GmbH (ABR), Deutsches Reisebiiro GmbH (which is linked through
minority cross-shareholdings) and Hapag Lloyd Relsebiiro GmbH (which is also a shareholder in
DER and ABR). Each holds11.59 per cent. All three were not only associated with Touropa but
were a so the foundecs in 1967 (with Alrtour Flugreisen) of Alrtour International, which was
bought by TUI in 1970.

Through thesethree travel agencies, TUI hascoanections which stretch into most of German
banking, travel and government. The German government is ultimately astakeholder in ABR via
the German railways and in DER viathe railways and Lufthansa. Deutsche Bank comes back into

76 . © The Economist Intelligence Unit
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the picture through & minority stake in Hapag Lioyd AG, the parent of Hapag Lioyd Reisebiiro
GmbH. (TUI itself Is atso a significant minority shareholder — 10 per cent — in Hapag Lloyd
AG.) Deutsche Bank fs also a major force on the supervisory board of Lufthansa, where it sits,

among others, alongside 3 representative of the state of Bavaria, the main shareholder in ABR, and
of the Dresdner Bank. " h

The presence among the TUI shareholders of the Hamburger Abendblatt/Die Welt-Reisebiiro
GmbH (10.001 per cent), the travel agencies founded by two major newspapers in the Axel
Springer group, goes back 10 the takeover by TUI of Hummel, of which they had been the prime
movers. Many of the remaining minority shareholders are also travel agents and got their stakes in

TUI in & similar fashion.'“" ‘

The result is that 62.4 per cent of TUI is directly in the hands of travel agents — not countng the
upsiream connections with Quelle's.own wavel agency chain (one of Germany’s top ten) through .
HS or more oblique connections through some of the other ultimate stakeholders. - :

P 3

TUPstentades ~ ~° ~ " ° ... - T

Apart from its10 per cent strategic stake in Hapag Lloyd AG. the parent of the second largest
German travel agency company, TUI owns two outbound travel agencies: Dr Degener in Austria
and Ulramar Express in Spain. Both do incoming and outbound business and have tour operatog
subsidiaries (Terra Reisen and Ambassador). e

- o

TUI does not own an airline, but it istied through cross-shareholdings to Hapag Lloyd and to
Lufthansa (and therefore to Condor) through the airline’s stakes in Hapag Lioyd and DER.
Touropa Austriaisajointveawre withAuswian Airlines. el

TUI’s five club and hotel chains — Robinson Club, Iberotet, Dorfhotels + Bauerndtrfer, Grecote!
and Riu — together Own 91 hotels. TUI's involvement in the club market is strong. There are 22

Robinson Clubsfor sun-and-sand destinations and five Dorfhotels + Bauerndtrfer in rural locations
in Audtria. —— e e s S

German unification clearly offers potential to grow further lnGamanyaxh’mughu;e suddm
expansion in the market. TUI is strong in the accommodation-oaly market where most of the
demand in eastern Germany has initially originated.

Nevertheless, TUI issull looking for {nvestment targets in other European markets and s expected
10 continue its vertical integration I nto hotels and clubs.

It also has room for growth in long haul markets. Long haul passengers account for only 5.5 per
cent of the total at present. This makes it only number two on the German long haul market st
present behind DERTOUR in absolute pumbers and, pro rata to its total wrnover, long haul is less
imponant for TUI and for LTU. ’

There is J constraint, however, as the travel agencies with strategic shareholdings is TUI and DER
appear to have coordinated some segmentation which keeps TUI out of some long haut markets or
market segmentsin order not to collide with DERTOUR.

Group financial performance _
TUI is not required to publish any financial figures and did not do So in any detail until 1988/89.
Even now jt does not publish consolidated group results I n the conventional sense of the word It
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mits ftself to issuing 2 pre-tax profit figure for | tsGerman operation and a tumover figure for the
group which is the arithmetical sum of the sales of its component pants. No information is given on
intra-group sales and how tky are accounted fix.

In calculating contributions of subsidiaries and associates (where the stake exceeds 30 per cent)
furnover figures are takes on a pro rata basis. Obviously, in the case of companies in which TUI
has 1 30-50 per cent stake, this swells otal turnover compared with companies which consolidate
associstes on the basis of the stake in equity (though they generally do so starting with companies
in which they have 2 20 per cent stake). On the other hand. it understates compared with
companies which fully consolidate the results of subsidiaries in which they have 2 SO per cent
stake or more. In practice, the effect is probably only to overstate consolidated group tumnover by
perhaps DM200 mn compared with aliernative accounting practices.

TUI Group turnaver in 1990/91 was DMS,302.3 mn, an increase of 8.1 per cent over the previous
year. Tumover of the German companies, excluding four specialist operators (Wolters, Take Off,
Seetours and Air Conti) was DM3,486.7 mn, up 9.4 per cent. The pre-tax profit (ie excluding the

four specialist operators and non-German interests) was DM2S mn in 1990/91. The previous year's
figure was DM20 mn.

Table 9

TUI croup sales, 1938/89-1990/91*

(OM mn)

) 1988739 198990 199091
Group 34464 49070 = 53023 .
TUI GmbH & Co KG 3,1346 31870 34867

* Year eading October 31. '
Source: Company data.

These results were achieved despite some substantiat blowsto key destinations as ‘aresult Of the
Gulf crisis and the ¢ivil war in Yugostavia. Y ugoslavia plummeted from eighth to 28th in the TUL
popularity polls and bookingsto all North African destinationsand the eastern Mediterranean fell,
in most cases sharply. Greece, Turkey and Tunisia are all major destinations for TUL, where it has
hotel and inbound agency investments.

Tour operating
An additional DM273.5 mn in sales came from the four specialist operators: Wolters Relsen, a

Scandinavia specialist, held through a 100 per cent stake owned by Dr Degener Reisen in Austria;
Take Off -~ alate booking specialist set up in 1989/90 and which took off rather slowly; Seetours,
for cruises; and Air Conti, aMunich based subsidiary.
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ole 10
U1 Group financial performance, 199091
M ma)
. Turnover % change oa
] 199091 previous year
Z TUT KG (100%) 3.486.7 94
; Wolters Reisen (100%) 5.1 286
( Take Off (100%) 197 349
Scetours (75%) . 100.9 - - 88 .
Air Conti (56%) . s - -83- =
Total : 3702 : 93 . -
Source: Company data.

Non-German operators brought in DM562.2 mn, hotels DM599.1 mn and incoming agencies
DM380.8 mn.

Destination investments

1990/91 results were clearly affected by the Gulf crisisand the ¢ivil war in Y\xgodavia. Thisis
reflected in the results of the hotd groups and incoming agenciesand in destination cholces. The
sales of the incoming agencies in Greece (Alrtour Greece), Morocco (Holidays Services) and
Turkey (Tantur) were down, but none of theseis 8 significant contributor to overall performance.
The agencies in Spain and Kenyaimproved their performance.

Iberotel, which despite its name has hotels in Tunisia and Turkey as well as Spain, |ost ground;
while Riu. whichisonly in Spain, increased turnover significantly. Considerable capacity was
added in 1990/ 1. This boosted some Of the results and dampened others as some of it wasia
crisis affected locations. Iberotel’s capital was increased in 1991 as apre!ude to further expansion.
This is likely to include further investment outs de Spain

Table 11 R
TUlsubsidiaries’ financial performance, 199051
(DM mn)

Turnover % change on

199051 previcus year

Robinson Club (100%) 220.0 29.4
Toerotel (100%)* 2400 4.6
Dorfhotels + Basernddrfer (100%) 136 193
Grecote! (50%) 215 179
Riu (49%) 98.0 35.1
¢ Three new clubs opened in 199091 (total: 22). * Same number of hotels — 35 — but 800 fewer
beds in 1990/91. ¢ Five instead of four facilities.
Source: Company data,

Hotel investments
TUI clearly now sees accommodation aspanofltseore business and this is one of the areas where
it has expanded fastast in recent years. Iberotel and Riu together are Spain’s second largest hotel
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group (behind Sol-Melif). At end 1991 TUI had 47,100 beds of its own, of which some 25,000
were in Spain under the Iberotet and Riu banners. A further 2,500 were in Tunisia and Turkey —
flsg\ff\df the Toerotel umbrella. The remainder were in Greece (5,000), in rusal locations in
Ausinia (2.400) (either in one of four TUI villages or in the single village hotel), or at the chain of
Robinson Clubs (12.500). -

The club format is becoming essential 1o the portfolio of any major catalogue travel operator in
comine.ma! Europe and TUI is ahead of the German field with 22 clubs and 12,500 club beds
(including club hotels and lodges) in both mountain and beach locations. TUI is expected (o
expand particularly rapidly in this area in future. Not all the propertics are owned, however, though
some m}‘,“"@ long-term contract. Both Iberotel and Rabinson Club market themselves as stand
dlone enuties. Robinson Club catalogues are featured among others by Kuoni and Hotelplan in
Switzerland and Atitur in Italy. . . . B o N et

P A v o o - ———-

Im‘mﬁom LT TR LI . - - S . .
Spain is the leading destination for TUI in Germany, followed by Germany, which moved well
.ahead Of ltaly’s number three position in 1990/91 with the impact of German unificaton.

Then were 180,000 bookings from eastern Germany out of atotal of 3,006,500 holidaymakers on
TULKG holidays In1990/81. Thiswas 71.1 per cent of the recorded increase of 253,000. 92,500
of the bookings from eastern Germany were for holidays within Germany. (Austria, Italy and
Hungary were the next most favoured.) Two thirds of these bookingswere for rain, motoring and
self-catering holidays.

Table 12 L e e rrs el
TUI's leading destinations, 19909
Number of % change on
bolidaymakers previous year
Spain L1454 121
Germany 3395 310
Jaly 2460 172
Greece 2083 22
Austria 195.6 _ 276
Turkey 80.5 -18.0
Tunisia 75.6 159
France 736 165
Portugal 62.4 289
Norb America 40.7 622
Other long haul 1254 139
Orher 368.7 77
Total 3.006.5 ot
* Clients of TUI XG only.
Source: Company data.
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Flight packages predominated in TUI K G sales but did considerably less well than most other
types of holiday. The number increased only 1.6 per cent to 1,844,900 (61.4 per cent of the total).
There was & 0.2 per cent decrease in the number of short and medium hanl flight packages and &
23.9 per cent increase in long haut to 165,100. Rail trips were up 22.2 per cent to 262,700 (3.7 per
cent of the total). Special TUI holiday trains (though actually now shared with other operators) are
a special feature of TUI’s product range, though one which other operators say is not profitable.
Motoring holidays were up 24.9 per cent t0 885,900 (29.4 per cent of the total). Within this there
was a 14.8 per cent increase in the sumber of self-catering holidaymakers (522,200). Coach
holidayssre asmail(0.4 per cent) and declining part of the total. accounting for just 13,000
holidaymakers — down 6.5 per cent on the previous year.

Branding, marketing and distribution

Until the late1980s TUI's product line was based on the inherited brands. Touropa (for the
Mediterranean mass market), Schamow (8 rentals specialist). TransEuropa (plane and bus
packages), Hummel (car and train packages). Airtours, Dr Tigges (culture/study trips) and some
new additions. These included Twen Tours (for teensand 20s), Hit (for low cost tail or made
holidaysbased on modules) and Robinson Club. Robinson Club, which began in 1971, followed
the successful formula developed by Club Méditerranée.

It was a holidays-for-all philosophy which aimed to offer something for every age range and
pocket, while stopping short of packages cut to the bone along the lines of UK operators. It was an
approach that had grown in a somewhat uncoordinated fashion and was due for renewal. When-
-1-U turnover dipped by 1.6 per cent in1988/89 to DM3,135 bn and profits dropped 60 per cent to
DM2.6 ba, management consultants were called in.

The result. in late 1990, was aradical shift in’ TUT'S marketing strategy away from a family of
brands todestination marketing dacked up by specialist brochures under the TUI name for specific
markets (eg study trips). This change was greeted in many quarters with considerable scepticism
because it meant the disappearanceof brand names which for many were synonymous in Germany
with the growth of packaged tourism TUI appears successfully to have made the transition.
however, and others have followed. Only. four areas maintain a distinct identity.. The Robinson ™" .
Clubs. the*Twen Tours’ products for theyounger market, Airtours for air packages with scheduled
airlines(seven summer catalogues and 211,000 passengers in1990/91), Seetours for cruises and
the specialist scat only operator, Hhf.

TUI sells its product through ageadies to which it has granted a TUI licence. There wese 3,834 of
these in Germany at end October.1991 and 206 in Switzerland, the Netherlands, Luxembourg,
Austria and Prance (Alsace).

In 1990 TUI introduced its first franchise for large agencies (tumover of DM 3 mn or more). These
qualify for the designation TUI-Urlaub-Center. There were SO at end 1991 and afurther 300-400
are planned over the next five years. In return for paying TUI 0. per cent of turnoves, these
agencies receive training and managementassistance.

In 1991 TUT introduced the concept of TUI Profi-Partners (Profi being short far professional) for
smaller agencies. For agencies with DM1 mn TUI turnover (or DM2 mn package tarnover, or
DMS mn turnover overall) TUI offers free shopfront material and fitings, preference for catalogue
and sales brochure delivery, marketing assistance and priority on training courses. In exchange,
TUI requires the main window to b= devoted to TU1 promotions and TUI brochures to be
prominently di splayedinside the shop.
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TUI requires agencies with a TUI licence not o sell either ITS or NUR holidsys — an exclusive
dealing arrangement which has the blessing of the carte! authorities and more recently the courts

(see section on ITS for mare information), and which has 50 far not been challenged by the
agencies.

Like 2 sumber of the large operators In northern Europe, TUI promotes customer loyaity through
an in-housecredit card (linked to VVisa). which eaables it to offer payment terms. Special services

linked tothe card are seat booking (for afee of DM20) and s house guarding servi ice(DM6S for
each day'’s holiday). ,

TUI outside Germany

TUT has nine tour operating subsidiaries or associates outside Genmny. two in Ansma. ope in
Spain, one in France and one in the Netherlands. They are to all intents and purposes TUI
subsidiaries even if anti-trust considerations or concern not to create the impression of a German
takeover appear to be keeping TUI from majority stakes in somecases.

TUI has been established in Austria for several decades. The subsidiariesspecialising in Austrian
business, Terra and Touropa, arehetd through FUl's Austriantravel agency subsidiary, Dr Degener
Reisen. The others are more recent acquisitions. The stakes in Mce of the Netherlands and in
chorus Tours of France were investments specifically in becoming an outbound operator in other
markets. TheSpanish tour operator Isthe offshoot of the purchase of atrave! agency (Ulramar
Express) in order to have an Incoming outlet, but is growing as Spain’ s outbound market grows.

The TUI connection is not promoted by any of these operators, which retain independent identities
in their local markets. They contributed | O.6 per cent of group turnover in 199091, though overall
their urnover fell by 1.1 per cent. Arke and Touropa managed to hold their heads above water, but
theresults of Ambassador, Terra and the already ailing Chorus Tours were affected by the Gulf -
and Yugoslav crises. (These calculations are based on projections in Deutschemarks 1o end October
1991 and do not necessarily correspond to fina data from the companies themselves.)

Table 13

The contribution Of non-German tour openung interests t0 TUI Group turuover, 1990/91
(OM mn)

Level of turnaver

included in 199091 - . % change on

group results previous year

Arke Reizen (40%). Netherlands 269.6 0.7

Touropa Austria (50%), Austria 1183 19

Chorus Group (40%)", France 1103 -36
Tema Reisen Intermational

(100%), Auvstia 232 -10.4

Ambassador Tours (77%). Spain 408 -79

Total $622 <141

¢ At end 1991, TUI beld 45.9% of Chorus.
Source: TUL
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TUl in the Netherlands

TUT has 2 40 per cent stake in Arke — the Netherlands® second |argest tour operator (behind
Holland International), which it purchased in 1989, Of all the tour operatiag subsidiaries Arke is
the biggest single contributor to the balance sheet, accounting foe 32.6 per cent of all tour
operating activity not consolidated in the TUI KG results. Arke’s business travel interests

(13-15 per cent of the total Dutch business travel market) are an exception in TUI's otherwise
holiday based profile. As Arke is an affiliate of TUL not 8 subsidiary and is the number 17 ia
Europe. it is dealt with in a separate section.

TUI in Austria

TUlisfirmly entrenched in the Austrian market. Touropa, over which TUX has joint control with
Austrian Airlines, the leading Austrian tour operator selling under the Touropa and TraasEuropa
names, but has been toppled from its perch by ITAS. Touropa is dealt with as an independent
company in this study asiit is consolidated on an equity basis rather than on a turnover basis ia the
tesults of both Dr Degener Reisen and Austrian Airlines.

In addition, TUI controls Tan Reisen International, the Austrian tour opezator linked to the Dr
Degener Reisen wavel agenciesin Austria. Terra s resultsin 1990/91 wer e affected by the |oss Of
self-catering business to Yugoslavia. It is avalue for money specialist in Mediterranean
destinations with a particular emphasis 0N rentals.

TUI in France

TUI took a 40 per cent stake in SFTA SA, a French tour operator selling under the Chorus brand,
in 1989. This wasincreased co 45.9 per cent in late 1991. Chorus Tours (formerly Chorus) jsthe
result of amerger of three groups: Touropa, Airtours and Cruisair. TUI's partners in Chorus Tours
areHavas, Selectour and the Hetiopoulos. As Chorus Tours is an affiliate of TUT it isdealt with
separately in thisstwudy.

Chorus has so far not been a successful inyestment for TUI, |osing an amount equal to 2.8 per cent
of turnover in 1988/89; 0.7 per cent of turnover in 1989/90; and in 199091 turnover fell by

3.6 pet cent as aresult of the downturn in business in Tunisia and Moroceo, and the company
again made losses.

in France, SFTA/Chorus isin ajoint venture with Air France’ s tour operating subsidiary, Sotair,
for development of the Atoll CRS. Selectour, one of TUI's partnersin Cherus, is also tied into Air
Francethrough an investment subsidiary (In whichother shareholders are Avis and the upmarket
rental accommodation specialist, Pierre et Vacances.)

TUI in Spain
TUI's travel agency investment i n Spain iSthe |largest tingl enon-German contributor to group
results.

DM283.5 mn was allocated to the group from TUI's 77 per cent stake in 1990/91, an increase of
12.5 per ceat. (ATS subsidiary Holland International (HI) has a further 10 per cent in Ultramar {n
what appears to be an anomalous tie-up which pre-dates the ITS takeover of HL The stake of Arke
in Royalwur glongside NUR Was al SO anomal ous, but arose for similar reasans.) The Arke stakein
Royaltur has now been passed to Arke's controlling shareholders.
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Together with the sales of Ambassador Tours, which is a tour operating subsidiary of Ultramar
ExprmMisaboutnumbaﬁxlnmeSpmishmvdmarka.’l"Ulalsohzsa.‘iOpacemmkeln
a small incoming agency in Ibiza, Viajes Isla Blanca (furnover in 1990/91 DM4 mn).

As well as handling incoming business for TUI, Ultramar Express is a fully fledged travel agency.
selling outbound travel as well, both from the programmes Of itS OWn 1our Operating subsidiary
(Ambassador) brochures and from those Of other Spani sh operators. Stirting in late 1991 Ultramar
Express was opening ten new offices Which will bring the number Of outletsto 77.
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Translation of letter from Oeutsche Bahn dated 8 Juni 1994

Mr. David Collier
Vice President

German Rail Distribution through SABRE, your fax of today

Dear Mr. Collier,

we regret that you did not attend the meeting between SABRE, DB, and
Start on 28 April, 1994. During this meeting START and DB stated their
reason and explained the background for the negative decision of the use
of the Start board in SABRE " PC,s.

Let me summarize those results for you from our point of view:

START as competitor of SABRE within the German Market would have
never discussed this solution without the interference of DB.Start is of
the opinion that the availability of DB through SABRE terminals would
result in a considerable loss of advantage for Start within the German
market. Start has attended those discussions and meetings only by
request and invitation of DB. The negative decision has been explained
and clearly verbalized by Mr. R tter, Managing Director of Start. In
addition, Mr. R tter stated during this last meeting clearly, that the use of
the Start-board would grant SABRE full Start- functionality on SABRE-
PC,s, which would mean that Amadeus and other users, which can be
booked through Start could have access to those terminals as well. To
summarize this statement in simple

words: SABRE would install Start-Terminals with the SABRE logo in
front.

For SABRE and all other Computer Reservation Systems, the

so called Stan-board solution would have been the only short term
solution for full usage of the DE-functionality. DB has invited Start to
attend all technical discussions in order to discuss this solution

right from the beginning with the liable partners. Afterwards the
commercial terms should have been discussed.



DB seeked and still tries to seek moderately priced alternatives to the
distribution via Start. Mr. Airaut stated in the meeting on 28 of April that
SABRE would not offer any economical advantages for DB.

Additionaly, the evaluation of a market study has shown that the
expansion of the DB distribution via SABRE would not result in any
additional market shares for DB in Germany.

Furthermore DB has explained in the meeting on 28 April that DB is not
willing under this prerequisites to enter a conflict with the other Start
parent companies Deutsche Lufthansa {LH) und Touristik Union
International (TUl). Those both companies are definitely not interested to
make the START-features available via SABRE. On the contrary Deutsche

Lufthansa is via Amadeus in Germany with the marketing organization
Start Amadeus direct competitor of SABRE.

Also Deutsche Lufthansa und DB have a very close working relationship

in many areas, this relationship would be influenced in a very negative
way by an uncoordinated
action of Start.

This means that from DB,s point of view there are a lot of disadvantages
and not one advantage. We did not proceed with a technical solution
which would have not been a perfect solution for all parties involved. Our
decision has been based on commercial aspects as well.

From our point of view not a single argument has been changed since

our last meeting and therefore Start and our company are holding on to
our decision which had been

communicated to Mr. von Heintschel, Mr. Mapp,
Mr. Trounce and Mr. Walker

With best regards,



e

Oeutsche Bahn [DB) .

Gaschitsbersch Fermverkeoty

Mr. Oavid Collier

Vice President

SABRE Europe. Middle East and Africa
23-59 Staines Road

Hounslow - Middlesex TW3 3HE

Fax: 0044 81 572 4035

Deutsche Bann Distribution in SABRE: hr Fax voa heute

8. Juni 1994
Sehr geehrter Herr Collier,

bedavedicherweise haben Sii nicht persdalich am gemeinsamen Gesprich zwi-
schen SABRE, DB und START am 28. Apil d.J. teilgenommen, in dem START und
DB ihre negative Entscheidung beziglich des STARY.Bord-Einsatzes in SABRE-
PCs mitgeteik und begrGndet haben. -

Lassen Sie mich deshalb auch ciese Ergebnisse fir Se aus unserer Sicht noch
einma! zusammentassen.

START als Wettbewerber von SABRE Im deutschen Markt hitte mit SABRE Gber
diese Lasung von sich aus niemals verthandek, weil mit der Verfigbarkeit von DB auf
SABRE-Terminals fir START ein entscheidender Vorsprung vor deln Mitbewerber
entfallen wirde. START hat die technischen Gespriche nur auf Wunsch und Einlg-
dung von OB gefihn. Die Absage hat Herr ROtter ais START-Geschiftstdhrer kigr
tormutiert und begrindet. OarOber hinaus hat Herr Ritter bei diesem Treffen auch
ausgefGhn, daB mit dem Einsatz des START-Bords volie START-Funktionalitat auf
SABRE-PCs kime, d.h. auch AMADEUS und andere Lelstungstiiger, de dber
START buchbar sing, kénnten den Zugritf dieser Terminals freischalten. Um es in
einfachen Worten 2u sagen: SABRE wirde START-Teminals installieren, auf denen

au&n SABRE stunde. .-
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FOr SABRE und alle andeven Vertriebssysteme war die START-Bord-Losung aber . -
d i e einzig kurziristig technisch zu realisierende Maglichkeit, um dber DB-
Funkiionalitit 2u verfOgen. OB h at START 2u den technischen Gesprichen
hinzugezogen, damit dies verbindlich besprochen werden konnte. AnschlieGend
soliten die kommerzielien Bedingungen verhandelt werden.

DB suchte und sucht weiterhin preiswertere Alternativen zum Vertried Gber START
zu erreichen, Herr Airaut von SABRE hal noch gm 28, April d.J. darauf verwiesen,

dafl SABRE bei dleser Ldsung keine wirtschaftichen Vorteile tar DB anbieten
kdnne,

Eine Untersuchung des Marktes hat Zudem ergeben, daB mit der Ausweitung des

Vertriebs (ber SABRE keine zusdtzichen Marktpotentiale in Deutschiand
erschiossen werden kdnnen.

DB hat dann beim Treffen am 28. April d.J. weiter ausgefihet, daB D8 unter diesen
Voraussetzungen nicht berett ist, in einen Kontiikt mit den beiden anderen START-
Gesellschattern, Deutsche Lufthansa (LH) und Touristik Union International (TU),
einzutreten, die ktin Interesse daran haben, START-Leistung Oter SABRE verflg
bar zu machen. Ganz in Gegenteil, die Deutsche Lufthansa ist tber AMADEUS in

Deutschiand mit der Ve:marktungsorganisation START AMADEUS direkter Konkur-
rent ven SABRE.

Daruber hinaus arbeiten Deutsche Lufthansa und DB aut viettaltigen Gebieten

zusammen, die YON einem nicht abgestimmten Vorgehen bei START sicher stark be-
eintrachtigt wiarden.

So steht einer ganzen Reihe von Nachteilen kein einziger Vorteil for DB gegendber.
Da wir unter kommerzielien Gesichtspunikien enischeiden, haben wir damit eine

lechnische LAsung, die tir alle Beteiligten aur eine Notidsung gewesen wire, Aicht
weiter verfolgt.

Aus unsergr Sicht hat sich seit diesem Termin nicht ein einziges Argument vern-

dert, daher stehen wir gemeinsam mit START hinter den Entscheidungen, ‘die fhren

Heérren von Meimschel, Alraut, Mapp, trounce und Walker mitgeteilt, austGhrfich
erifutert und begrindet wurden.

Mit freundlichen GriBen

Eelreer

i.V. Balzer

cc Tasso von Heintschel
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Galileo Internadonal \\,//‘
9700 West Higgins Road
R Ml 60018
e GALILEO

INTERNATIONAL

Booking Fee Comparisons

(ACompetitiveReview of Key Participant Services)

All Prices effective Apnl 1. 1996 for transactions generated from FEurope

Galileo SABRE Amadeus
Full Participant 2.34 2.52 2.68
InteractiveDisplay 23 27 27
Interactive Sell 23 27 40
Ticket Fee .00 .00 62
Credit Card Auth. .00 .00 12
Base Fee % Savings with Galileo 1.2% 12.7%

(All Fees expressed in ECUs for ease of companson)

Worldspan

2.68
28
28
.00

.00

12.7%



CERTI FI CATE OF SERVI CE

| hereby certify that | have this day served the
foregoing nmotion and response by fax on United and Lufthansa,
and by first-class mail on all persons named on the service

list attached to their joint reply.

April 23, 1996



